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Cost of Living Differences in Colorado:
A Summary of County-Level Estimates for 1998

Why Look at County-Level Cost of Living Indices?

The pace of economic change has accelerated across the nation, and Colorado is one of
the states most affected. Among the currents buffeting this state are:
* massive in-migration,
* major structural changes in industrial mix,
» continued decline of agriculture as a percent of the state economy,
* abooming service industry,
* high-ticket outdoor recreation, and
e asurge in demand for designer homes in the mountains.
These and many other factors cause shlfts and strams on local econormes Some grow

demands for hfe s amemtles also change : :
Cost of 11V1ng indices capture some of the aggregate 1mpacts of these changes The cost
government wage rates, corporate relocatlon and personal migration decisions, and other factors.
In Colorado, diversity in our geography, resource mix and local histories is mirrored in
the composition and dynamics of local economies. County-level cost of living estimates can
capture and monitor these influences.

What Is a Cost of Living Index?

The cost of living index (COLI), in theory, measures the cost of maintaining some
accepted level of well-being. It requires a base reference point (the accepted level). Alternative
locations are compared against this reference point. The index evaluates the cost of household
expenditures for different types of items, the so-called “basket of goods,” that represent a certain
lifestyle. As current prices vary from year to year and location to location, the COLI also varies.

Many COLI estimates use national averages and compare local costs against them.
Within-state comparisons are also important and perhaps are more relevant for local economic
management. For example, in Colorado the cost of living in the most expensive counties is as
much as 70 to 80 percent higher than in the least expensive counties.

The 1998 Colorado County Study

In mid-1998, data were collected for county COLI estimates in support of certain
administrative decisions then under consideration. The method developed and used nationally
for many years by the American Chamber of Commerce Research Association (ACCRA) was
adapted slightly and used here. In this study, Colorado average prices were used as the base for

~comparison. The COLI estunates below reflect the cost of achieving the Colorado average level
of well bemg

"This paper is a summary of “1998 Cost of Living Indices for Colorado’s Counties,” by Elizabeth Hornbrook Garner
and Jerry B. Eckert, Department of Agricultural Economics, Colorado State Umvers1ty, Fort Collins. Copies of the full report
may be obtained from the authors.
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Table 1: County-Level Composite Cost of Living Indices for Colorado, Mid-1998
County | col | |Commty | coil ||County | COLI | [County | coLl
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:C omposne Cost of meg dlCCS for Colorado Mid-1998.

Some general patterns appear from the ﬁgure The four hlghest cost of 11v1ng counties
occur in mountain areas, three of them with local economies dominated by high-mountain
recreation and residential or second homes for the affluent. Many of the higher COLI counties
follow the 1-70 corridor west into the mountains and eastward from the Denver metro area.
Estimates for counties in the southwest corner of the state were also in the high category, driven
largely by housing prices. Above-average COLI estimates are common in the north-central
counties, along the Front Range, and in a cluster of rural counties toward the southeast.

Lower COLI counties are primarily located in the eastern plains, along the western
border outside the I-70 corridor, and in the San Luis Valley.

The Specual Issue of Housing

Of all categories, housing cost was the most variable between counties, followed by
utilities and medical care. The cost of groceries was least variable, while transportation and
miscellaneous costs showed moderate variability Utility costs reflected average temperatures,
the availability of natural gas vs. propane as a secondary fuel, and pricing by electricity -
suppliers. Health- -care costs partly reflect local average incomes, the thought being that doctors
and dentists charge in some relationship to their patients’ ability to pay. :

Housing cost is not only the most variable category but also the second most important as
weighted by ACCRA. This variability and importance lead to the conclusion that housing cost is
the basic driving force in overall county cost of living. Each of the highest 16 counties (counties
with COLIs > 1 ()85) had its overall COLI raised by the housing index (Table 2). Similarly, 14
of the 16 cheapest counties (COLIs < 0.90) had their cost of living lowered by the housing
index.

The variability of housing cost was nearly 3.5 times the variability of all nonhousing
costs combined. Colorado’s housing costs may be worthy of government or corporate policy
attention in determlmng salaries and wages. To the extent that cost of living influences private or
corporate decisions to settle or move, housing cost would seem to figure large as a factor. =
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: q:l, Purchosmg Power

Cost of hvmg estlmates can be used to adjust local income ﬁgures to reﬂect estnnated
purchasmg power. This was calculated by dividing 1996 county incomes, obtained from the UsS.
Bureau of Economic Analysis wrth the COLI developed for each town surveyed Data appear in
Table 3. . :
Across the state; t
an individual in Baca C
basket of goods and s

Nine of the 10 coun

erentlals can be 51gn1f1cant In the most extreme comparison,
annual disposable income of $20, 000 can purchase a

yuld require an income of $35,150 in Teller County.

th the highest nominal incomes also have cost of living indices

would suggest : 8 : , ,
Of the 20 poorest co* nties in Colorado, twelve have a below-average cost of living. In

those counties, purchasing power will exceed what nominal income figures would suggest. The
remaining eight of these poorer counties have a higher than average cost of living. Effective
_poverty in these counties is hkely more extensive than governmental supphed income ﬁgures

suggest. : 2
A cluster of counties m?‘i hich incomes are above average and cost of living is below
average occurs in the northeastern and east-central portions of the state. Here, incomes are
buoyed by strong agricultural and agribusiness sectors, yet costs of living are well below state
averages, sustained in almost all cases by very low housing costs.




| Baca { 0.734 : 0.502 E 0.824 : (0.090)




Fgl_)le 3: Influence of COLI on Real Purchasing Power by County.
County

County - | Nominal Income | COLI | _Purchasing Power | Difference ($) | Difference (%)
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